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Report Highlights:

On Thursday, March 8, 2018, Chile’s Commission on Markets Distortion (CNDP) published its
decision to initiate a safeguard investigation on imports of powdered milk and Gouda cheese that will
determine if the increase of dairy imports, specifically whole dry milk, non-fat dry milk, and Gouda
cheese, represents a threat to Chile’s domestic dairy sector. While the investigation does not target the
United States, if safeguards are imposed on non-fat dry milk, the U.S. will be impacted the most, as it
holds 76 percent of market share and reached $25.6 million in exports in 2017.




General Information:

On Thursday, March 8, 2018, Chile’s Commission on Markets Distortion (CNDP) published its
decision to initiate a safeguard investigation on imports of powdered milk and Gouda cheese that will
determine if the increase of dairy imports, specifically whole dry milk, non-fat dry milk, and Gouda
cheese, represents a threat to Chile’s domestic dairy sector. Furthermore, Post understands that the
investigation will determine the length and percentage of the safeguards that will be imposed. While the
investigation does not target the United States, if safeguards are imposed on non-fat dry milk, the U.S.
will be impacted the most, as it holds 76 percent of market share and reached $25.6 million in exports in
2017,

Chile’s timeframe for safeguard investigations indicates that CNDP has 30 days from the beginning of
the investigation published in the Official Gazette, March 8, 2018, to recommend provisional measures
to the President of Chile and 90 days to set permanent measures or end of the investigation. CNDP
includes the National Economic Prosecutor who is the lead; two representatives of the Central Bank of
Chile; a representative of the Minister of Finance; a representative of the Ministry of Agriculture; a
representative of the Minister of Economy, Development and Tourism; The National Director of
Customs; And a representative of the Ministry of Foreign Affairs.

According to Chilean press reports, on November 9, 2017, Chilean Dairy Farmers Federation
(Fedeleche) requested that provisional and permanent safeguards of at least 30 percent for whole dry
milk and non-fat dry milk, and 27 percent for Gouda cheese be imposed on dairy imports. Post
understands that Fedeleche’s petition to request safeguards against imports of dairy products is based on
a significant increase in imports of whole dry milk, non-fat dry milk and Gouda cheese. Fedeleche
indicated that Chilean imports of whole dry milk increased by 55.8 percent between September 2016
and August 2017, non-fat dry milk, increased by 14.4 percent between July 2016 and June 2017.
Fedeleche also claims that the increase of non-fat dry milk peaked in the last three years. In the case of
Gouda cheese, Fedeleche noted that there is a "dramatic increase in imports, reaching a 122.9

percent increase in 2017 compared to the previous year."

The Agreement of Safeguards on the WTO under GATT (Article XIX) and Chapter Eight, Trade
Remedies, Section A — Safeguards of the U.S. and Chile FTA, Chile is mandated to notify all the
involved parties of the beginning of a CNDP investigation. Parties will also be notified of the public
hearings where they can make discharges, if the investigation leads to determine that the safeguard is a
necessary measure. This measure can only be applied for a period of two years after the publication of
the measure in the National Gazette (Diario Official) and can be extended only after a new period of
consultations and hearings. More information about the CNDP procedures can be found at
www.cndp.cl, under "Marco Legal and Decreto Hacienda N°1314".

The United States Continues to Be the Main Supplier of Dairy Products to Chile

According to Chile’s Customs data, U.S. dairy exports to Chile reached $76.3 million in 2017 which is a
31.6 percent increase over 2016. While Post understands that Fedeleche’s request for safeguards against
imports of the three specific dairy products does not single out the United States, it is the main supplier
of dairy products to Chile with 22 percent market share, followed by New Zealand, and Argentina with
21 percent and 14 percent respectively in 2017, but not necessarily the main supplier of all the products
mentioned in Fedeleche’s request.


https://www.wto.org/english/tratop_e/safeg_e/safeint.htm
https://ustr.gov/trade-agreements/free-trade-agreements/chile-fta/final-text
http://www.cndp.cl/

U.S. Exports of Non-Fat Dry Milk to Chile May Be at Greater Risk

As reported by Chile’s Customs data, the United States remained the largest exporter of non-fat

dry milk to Chile in 2017, with a 76 percent market share and $25.5 million worth of exports, followed
by Canada with 10 percent market share and $3.4 million, and Denmark with 3 percent market share
and $1.0 million.

New Zealand is the top supplier of whole dry milk, reaching $18million in exports to Chile in 2017,
followed by Argentina with $13 million, and Uruguay with $2.8 million.

By far, the main exporter of Gouda cheese to Chile is the Netherlands, which exports increased by 900
percent in 2017 over the previous year, reaching $31.6 million while the United States did not export
significant quantities of this product to Chile.

For more info on the Chilean dairy market, please see GAIN report


https://gain.fas.usda.gov/Recent%20GAIN%20Publications/New%20Consumer%20Trends%20Create%20Opportunities%20for%20U.S.%20Dairy%20Products_Santiago_Chile_6-22-2017.pdf







